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Re: Ex Parte Presentation WT Docket 97-82

Ai

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, D.C. 20554

EX PAF" iE OR LATE FILED

Dear Ms. Salas:

Sincerely, . \

25fUJjm ¥imA)
Shell~~S~JJcer I

At each meeting AirGate discussed its support for the Commission's Second Report and
Order adopted in the above-captioned proceeding and arguments submitted by AirGate in
pleadings on file in the proceeding. AirGate also provided each office with the attached
materials.

This letter provides notice of separate ex parte presentations made by AirGate Wireless,
L.L.C. ("AirGate") on December 3, 1997 to Commissioner Furchtgott-Roth, Commissioner
Powell, Ari Fitzgerald, Legal Advisor to Chairman Kennard, and Karen Gulick, Legal Advisor to
Commissioner Tristani. AirGate was represented in these meetings by Tom Body, Shelley
Spencer and Dave Roberts.

If you have any questions regarding this filing, please contact the undersigned. Please
date-stamp the enclosed extra copy of this notice.



FAQ AND ANSWERS ON WHY ADDITIONAL C BLOCK RELIEF
IS NOT IN THE PUBLIC INTEREST

Q. Is survival of all C Block licensees important to wireless competition?

A. No, Wireless competition is alive and well in the U.S. and will continue to expand with
the certainty now provided by the Second Report and Order. Wireless competition is not
dependent on the fate of the C block licensees who bid irresponsibly and now claim the "sky is
falling". Even during the C block auction there was a disbelief among many that the bid prices
could withstand financial scrutiny. It is these prices and the foreseeable market conditions of
competition and new services that have produced these bidders' fate. In a market-based auction
process, the market forces must be permitted to work. The Commission always properly has
advised bidders that it can provide opportunities but no guarantees for success.

Q. Does wireless competition with cellular exist today?

A. Yes, wireless competition with the cellular carriers is self evident the U.S. Strong
competition is coming from the A, B &C block PCS licensees, Nextel, cellular resellers and soon
the D,E and F block PCS licensees. At the FCC's June 30th Public Forum, the Yankee Group
reported that:

• 41 of the top 50 markets have 1 PCS provider
• 20 of the top 50 markets have 2 PCS providers
• In markets with PCS, PCS is priced 15% below cellular

The level of competition will increase dramatically over the next year as PCS systems continue
to be launched throughout the U.S. by the multiple PCS carriers outside the C block. In
addition, a number of C block licenses are operational and providing competitive PCS services.
C block competitors operational today include: Cook Inlet, Omnipoint, and Airidigm
Communications. Service also is being provided by non-incumbent providers such as Aerial
Communications, PowerTel and Western Wireless. These companies provide the new face of
competitive wireless carriers.

Q. Does the Second Report and Order provide adequate relief to C block licensees?

A. Yes, it provides a ranee of restructurine options to meet different licensees needs. The
order provides C block licensees with the ability to "pick" the solution that best meets their
needs, does not change the license prices or rewrite the auction and provides a process ofthe
reauction of spectrum that can be used to effectively deliver service. Under the order, a C block
licensee can (I) continue to have the most favorable government financing available to any
licensee by sticking with the rules; (2) rescind its remaining outstanding debt through the
amnesty option; (3) shed half its spectrum and half its debt in an MTA through disaggregation;
(4) select licenses in one or more MTAs by prepaying for those licenses. All of these options are
generous and provide restructuring alternatives never contemplated prior to or during the C block
auction. The rules, by requiring the give back of spectrum on a MTA basis, also ensure that the
spectrum returned is marketable and not "cherry-picked".
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Q. How many businesses are likely to fail under the Commission's Second Report and
Order?

A: Far less than the number of businesses who orig;inally participated in the auction but
withdrew based on the bidding;. 255 bidders initially participated in the C block - 89 of those
bidders won licenses. Significantly, as measured by upfront payment only ten of the initial top
twenty bidders in the C block auction remained in the auction and acquired licenses. (10 of the
top bidders left the auction with a refund of $226Million.) Over ISO bidders that participated in
the C block auction have already lost the opportunity to provide broadband PCS on C block
frequencies. These bidders included companies with significant financial backing and
investment in the opportunity. Companies like u.S. AirWaves that deposited an upfront
payment of $81 Million in the auction; Companies like Go! Communications that deposited an
upfront payment of $ 45 Million and companies like AirLink that deposited an upfront payment
of $20 Million. Ifthe bid prices had not reached the final levels in the C block, many of these
companies today would be creating new jobs and contributing to the economic growth in the
wireless industry. Their businesses failed during the auction based on the actions of other
bidders. Many of these companies would have matched or paid more than the adjusted license
prices proposed by certain C block licensees.

In addition, the majority of the debt from the C block auction (66%) is carried by only 3 bidders
- 2 of whom are already in bankruptcy and are unlikely to emerge to avail themselves of any
options provided by the Commission.

Q: Ifsome C block licensees default has the Commission fulfilled its mandate under
Section 3090) to promote a wide dissemination of licenses?

A: Yes. Today, there are more than 130 different companies holding Cor F block PCS licenses.
In the D, E and F block auction small businesses won over 40% of the licenses; 3.4% were won
by women-owned businesses and 4.8% were won by minority businesses. Other services such
as narrowband PCS, and IVDS also contributed to a wide dissemination of licenses. A
reauctioning of defaulted C block licenses as an entrepreneur's block will continue to further the
goal of promoting a wide dissemination of licenses and promote the rapid and efficient
deployment of new services. A wide dissemination of licenses is best assured if small
businesses and businesses owned by women and minorities bid in auctions with the surety that
the rules will be enforced and speculation will not be rewarded. The Second Report and Order
offers some bidder relief but also provides the necessary regulatory certainty.

Q. What would be the impact of permitting the licensees to pay the net present value of
their license costs at a discount?

A. The FCC will be rewriting; the outcome of the auction. Proposals for a "discount" based
on "perceived" net present values was properly rejected by the Commission in the Second Report
and Order. As shown on the attached chart, at differing discount levels, other bidders would
have outbid the current C block licensees. For example, if the high bid price for the New York
BTA is discounted back at 10%, the per Pop bid price would be $ 45.45. In the auction two
bidders exceeded that bid price - North Coast Communications at $ 47.53 Per Pop and Go
Communications at $ 49.95 Per Pop. Both North Coast and Go ultimately withdrew from the C
block auction without winning any licenses. Go Communications ultimately disbanded,
NorthCoast survived to bid in the D,E and F block auction. To alter the bid price is to void the
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entire basis for the auction and let the licenses remain in the hands of bidders who valued the
licenses less than other bidders during the auction.

Q. If the Commission changes the terms of payment but not the license price doesn't it
protect the public interest?

A. No. A change in the license terms alters dramatically the financial valuation of the license
used by bidders in the auction. Extending the license term or deferring interest payments
increases the value on the government financing and increases the price that bidders could pay
for the licenses. If these terms were available during the auction, bidders would have behaved
differently and changed the results in the auction.

Q. If the C Block Licensees default and file for bankruptcy will the FCC be able to retrieve
the license for reauctioning in a timely manner?

A: Yes. Bankruptcy is not a process to be avoided at the cost of jeopardizine the inteerity
of the auction process. Bankruptcy is a possible outcome for certain licensee regardless of the
Commission's actions. Modifying the Second Report and Order to provide the drastic relief
again sought by certain licensees will not insulate C block licenses from bankruptcy..

The FCC has several options to protect its interest in the bankruptcy and should not
view this course as one to be avoided at all costs. The FCC will be in a strong position in
bankruptcy. As the largest creditor, it will have to agree to any reorganization plan and can
aggressively pursue liquidation and retrieval of the license in this position. In addition, the FCC
could:

• seek relief from the automatic stay
• seek to enforce its regulatory powers that are not subject to the stay
• exclude the license from "property" of the debtor's estate
• seek dismissal or conversion ofthe bankruptcy case

The impact of bankruptcy filings is also mitigated by the fact that not all C block licensees are
seeking relief from the financing terms. Accordingly, not all licensees will default.
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Entrepreneurs For Fair Play
De.l1anding Fair Play From The FCC

STATEMENT

Tb~ is no more cl\CTished American value than the idea of "fail' play," Basic to the COUl;ept of "fair play" is you
play by the roles. VI)U play vigorousJy and honeslly - but the roles don't dlaDge after like fact in order to change
the outcome.

As trlle entrepreneurs who partic:ipated in !he Fedenll Communications Commission's auctions. one can imagine
our frusttation and, yes, ang« that a handful of biddeN now want to breecl1 their commiUment to the American
taxpayers Dad are asking the Commission to change the rules, _fter~ fact, so they cnn SCQlrt an advantageous
deal.

This is an outrageous gaming of the system. Ir is something eya)' American can un~nd. It viol<ttes every
American notion of fair play. It advanta,gcs a few bidders -- some of whom who are ~'lCkcd by huge multi
national corporations - aud ignores the consequence to those of \IS ~-- over 200 trUe entrepreneurs -- who
participated in good faith, offered the taXpayers real value, exc:erc:iscd prudent judgement and thought th~ rules
meant somethin&.

We believe no amount of Washineton maneuvers. lawyering or obfu~ion can mask the essential unfairness of
some of the proposals the Commission is now considering in this malter. So"'. of these proposals would reward
the special pleaders' reckless behavior and. indeed. actually pennit them to repett that behavior in the future.

Fairness demands that the rules we all play by be tIonored -- TODAY! The Commission has heard \hcse special
pleadings for over six months. NOW is the time to emphati~l1yreaftlnn that the rules...are the rules! After aU, as
every American knOW:i, fair is fair.

(Coalition Fo/ming On BehalfOIThc 200 Bidders Who Playtd By The Rules)

GO Telecommunications I

Advanced
Telecommunic:ations
Technologies. Inc.

Airadigm Communications,
Inc,

AirGate Wireless

Antigone Communications
Limited Partnership

Harry County Telephone
Company

Centennial Wireless

Conestoga Wireless
Company

Cook InlctIWestem Wireless

GST Wireless Inc.

Harvey Leong

KEC Partnership

LDMS Partnership

Message Express Company

National Telecom

Omnipoint Corporation

Palmer Wireless

. pes Devco

PCS Spcctrwn Partners. L.P.

Pioneer Telephone
Association

The Point BTA Companies
(fonncrly Point Enterprises)

Price Communications COtp.

Southwest Michigan LP129

Telecorp

Telepacific NetWork Inc,

Teltrust pes ofUtah

Teltrust pes of the
Intermounlain States

Triad Cellular

"0'\ Seventeenth Street. WN Suite 800 Washington, Dc 20036
800/249-1986 800/999-1812
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